STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* Kk kK k

In the matter on the Commission’s own motion, )
regarding regulatory reviews, revisions, )
determinations, and/or approvals necessary for ) Case No. U-18340
SEMCO ENERGY GAS COMPANY to fully comply )
with 2008 PA 295. )
)

At the August 23, 2017 meeting of the Michigan Public Service Commission in Lansing,

Michigan.

PRESENT: Hon. Sally A. Talberg, Chairman
Hon. Norman J. Saari, Commissioner
Hon. Rachael A. Eubanks, Commissioner

ORDER APPROVING SETTLEMENT AGREEMENT

On April 28, 2017, SEMCO Energy Gas Company (SEMCO) filed an application, pursuant to
2008 PA 295 (Act 295), along with supporting testimony and exhibits, requesting approval of its
annual report and energy optimization (EO) reconciliation of costs and revenues for the period
ended December 31, 2016, revised EO surcharges, and a 2016 EO plan performance incentive
award.

A prehearing conference was held on June 20, 2017, before Administrative Law Judge Sharon
L. Feldman. SEMCO and the Commission Staff participated in the proceedings. Subsequently,
the parties submitted a settlement agreement resolving all issues in the case.

According to the terms of the settlement agreement, attached as Exhibit A, the parties agree

that SEMCO complied with Act 295 and met its 2016 gas savings target and that the company’s



EO reconciliation and annual report should be approved. The parties further agree that the EO
reconciliation of costs and revenues for the year ended December 31, 2016, resulted in a total
adjusted net underrecovery of $817,274. The parties also agree that the company implemented its
EO plan during 2016 and met the goals and objectives for the approved performance incentive and
that the Commission should therefore authorize SEMCO to collect $1,197,815 as its 2016 EO plan
performance incentive. The parties further agree that, based on the adjusted underrecovery for
2016, the performance incentive, and the sales projections through 2017, the Commission should
approve the revised EO surcharges as set forth in Attachment 1 of the settlement agreement
beginning with the September billing month. In addition, the parties agree that the proposed
duration for collecting the adjusted underrecovery and performance incentive is from September
2017 through August 2018 and will be incremental to the surcharges approved in the amended
plan case (Case No. U-18179) and the 2018-2019 plan case (Case No. U-18270). Finally, the
parties agree that the settlement agreement is reasonable, in the public interest, consistent with
Act 295, and will aid in the expeditious conclusion of the issues in this case. Therefore, the parties
agree that the Commission should approve the settlement agreement.

The Commission has reviewed the application, testimony, exhibits, and settlement agreement
and finds the settlement agreement is reasonable and in the public interest, and should be

approved.

THEREFORE, IT IS ORDERED that:
A. The settlement agreement, attached as Exhibit A, is approved.
B. SEMCO Energy Gas Company has complied with 2008 PA 295 and met its 2016 gas

saving target, and its energy optimization reconciliation and annual report is approved.
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C. SEMCO Energy Gas Company is authorized to collect $1,197,815 as its 2016 energy
optimization plan performance incentive.

D. SEMCO Energy Gas Company’s revised energy optimization surcharges are approved
beginning with the September billing month as set forth in Attachment 1 to this settlement
agreement.

E. The duration for collecting the adjusted underrecovery and performance incentive is from
September 2017 through August of 2018 and will be incremental to the surcharges approved in the
amended plan case (Case No. U-18179) and the 2018-2019 plan case (Case No. U-18270).

F. Within 30 days of the date of this order, SEMCO Energy Gas Company shall file tariff

sheets substantially similar to those contained in Attachment 1 to this settlement agreement.
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The Commission reserves jurisdiction and may issue further orders as necessary.

Any party desiring to appeal this order must do so in the appropriate court within 30 days after
issuance and notice of this order, under MCL 462.26. To comply with the Michigan Rules of
Court’s requirement to notify the Commission of an appeal, appellants shall send required notices

to both the Commission’s Executive Secretary and to the Commission’s Legal Counsel.

Electronic notifications should be sent to the Executive Secretary at mpscedockets@michigan.gov
and to the Michigan Department of the Attorney General - Public Service Division at

pungpl@michigan.gov. In lieu of electronic submissions, paper copies of such notifications may

be sent to the Executive Secretary and the Attorney General - Public Service Division at 7109
W. Saginaw Hwy., Lansing, MI 48917.

MICHIGAN PUBLIC SERVICE COMMISSION

Sally A. Talberg, Chairman

Norman J. Saari, Commissioner

Rachael A. Eubanks, Commissioner

By its action of August 23, 2017.

Kavita Kale, Executive Secretary
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EXHIBIT A

STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

L

In the matter, on the Commission’s own motion,
regarding regulatory reviews, revisions,
determinations, and/or approvals necessary for
SEMCO ENERGY, INC., to fully comply

Public Act 295 of 2008.

Case No. U-18340

SETTLEMENT AGREEMENT

Pursuant to Section 78 of the Administrative Procedures Act of 1969 as amended
(1969 PA 306, §78; MCL 24.278) (the “APA"), and Rule 431 of the Rules of the Practice
and Procedure Before the Commission, R 792.10431, SEMCO Energy Gas Company
(the “Company”) and the Michigan Public Service Commission (‘Commission”) Staff
(“Staff"), hereby stipulate and agree as follows:

1. Pursuant to 2008 PA 295 (“PA 295"), SEMCO Gas filed an application in
Case No. U-17790 requesting, among other things, approval of its Energy Optimization
(‘EQ”) plan and surcharges. On December 11, 2015, the Commission issued an order
in Case No. U-17790 approving the Company’s EO plan for the 24-month period of
January 2016 through December 2017.

2. On April 28, 2017, the Company filed with the Commission an Application
that includes the testimony and exhibits of James A. Van Sickle, Jay E. Skillman,
Jennifer L. Dennis, and George L. Phillips, asking the Commission to approve: (a) the
annual report and reconciliation of the 2016 EO payments and revenues, with a total
adjusted net under-recovery of $817,274; (b) revised EO surcharges as set forth in the
exhibits filed with the Company’s Application; and (c) the Company’s proposal to collect

its 2016 EO Plan Performance Incentive Award.
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3. On June 20, 2017, a prehearing conference was held pursuant to the
Commission's Notice of Hearing. The prehearing conference was conducted as a
contested case matter pursuant to the APA. At the prehearing conference, the
Company presented proof of service of the Notice of Hearing on all cities, incorporated
villages, townships, and counties in its service area, and all intervenors in Case No. U-
18016. The Company also presented an affidavit evidencing the requisite publication of
notice and a proof of service evidencing the requisite mailings. Staff and the Company
participated in the proceedings and there were no intervenors.

4. The parties have had extensive discussions, and have agreed to enter into
this Settlement Agreement recommending approval of thé Company’s EO reconciliation
and annual report. In view of the foregoing, and pursuant to Section 78 of the APA
(MCL 24.278), the Company and Staff hereby stipulate and agree as follows:

A. Based on the Company’s filing, the Company has complied with
2008 PA 295 and met its 2016 gas savings target and its
reconciliation and annual report should be approved.

B. The Company’s reconciliation of the EO costs and revenues for the
year ended December 31, 2016 results in a total adjusted net
under-recovery of $817 274,

C. The Company’s testimony and exhibits demonstrate that the
Company implemented its EO plan during 2016 and met the goals
and objectives for the approved performance incentive. The
Commission should authorize the Company to collect $1,197,815

as its 2016 EO Plan Performance Incentive.
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D. Based on the adjusted under-recovery for 2016, the performance
incentive, and the sales projections through 2017, the Commission
should approve the revised EO surcharges beginning with the
September billing month as set forth in Attachment 1 to this
Settlement Agreement. The rate design in Attachment 1 to this
Settlement Agreement includes proposed EO surcharges for the
2017 amendment filed in Case No. U-18179.

E. The proposed duration for collecting the adjusted under-recovery
and performance incentive is from September 2017 through August
of 2018 and will be incremental to the surcharges approved in the
amended plan case (Case No. U-18179) and 2018-2019 plan case
(Case No. U-18270). Attachment 2 to this Settlement Agreement
outlines historical and projected EWR surcharges by component.

5. Ali the signatories agree that this Settlement Agreement is reasonable, in
the public interest, consistent with 2008 PA 295, and will aid in the expeditious
conclusion of the issues in this case only. The parties, therefore, respectfully request
that the Commission promptly issue an order accepting and approving this Settlement
Agreement.

6. This Settlement Agreement has been made for the sole express purpose
of reaching compromise among the positions of the signatory parties. All offers of
settlement and discussions relating to this Settlement Agreement shall be considered
privileged as provided in MRE 408. If the Commission approves this Settlement

Agreement without modification, neither the parties to this Setttement Agreement nor
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the Commission shall use, reference, cite, discuss, or rely upon it for any reason or
purpose other than to enforce the Settlement Agreement and Order in the case the
Settlement Agreement and Order was entered.

7. The parties agree to waive Section 81 of the Administrative Procedures
Act of 1969, MCL 24.281, as it applies to this proceeding, if the Commission approves
this Settlement Agreement without modification.

8. This Settlement Agreement is not severable. Each provision of the
Settlement Agreement is dependent upon all other provisions of the Settlement
Agreement. Failure to comply with any provision of the Settlement Agreement
constitutes failure to comply with the entire Settlement Agreement. If the Commission
rejects or modifies this Settlement Agreement or any provision of the Settlement
Agreement, the Settlement Agreement shall be withdrawn and shall not constitute any
part of the record in this proceeding or be used for any other purpose. Each party
agrees not to appeal or otherwise contest any Commission order accepting and
approving this Settlement Agreement without modification.

9. Consistent with Rule 431 of the Commission’s Rules of Practice and
Procedure, 2015 MR 1, R 792.10431, the parties agree that this Settlement Agreement,
and the order approving it, shall not be used as precedent in future proceedings except
for enforcement of the order. This Settlement Agreement is based on the facts and

circumstances of this case and is intended as the final disposition of Case No. U-18340

only.
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Digjtally slaned by: Jason T. Hanselman
JaSOI’] T. IJ){;CN = Jason T. Hanselman emal =

jm,hselman@dykema.cnm C = AD OU = Dykerna

Dated: AUgUSt 11, 2017 By Hanselman -rgfls:.ez:lo17.oa.11 10:56:33 -DS'00'
Richard J. Aaron (P35605)
Jason T. Hanselman (P61813)
Dykema Gossett PLLC
Attorneys for SEMCO Energy Gas
Company
201 Townsend, Suite 900
Lansing, Ml 48933
(517) 374-9100
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s

Michigan Public Service Commission Staff
- Amit T. Singh (P75492)

Assistant Attorney General

7109 W Saginaw Hwy, 39 Floor

Lansing, Ml 48917

Telephone: (517) 284-8140

Dated: August 11, 2017 By:
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Attachment 1

Page 1 of 2
MP.S.C.-No.1-Gas

SEMCO ENERGY GAS COMPANY
Sheet No. D-2.00

SECTIOND
GAS SALES SERVICE
SURCHARGES

Energy Optimization Program Clause — This clause permits, pursuant to Section 89(2) of 2008 PA 295, recovery of the
actual costs of implementing its approved energy optimization plan. This charge is to be on a volumelric basis for all
customers. Special contract customers will be billed in the sales and transportation rate class most appropriate to their
volumetric throughput.

Energy Optimization

Surcharge
Rate Class Amount Order No.
Residential $0.3111 per Dth U-18340
| Up to 9 Dth per Month Remaining Dth per Month
GS-1 $2.2729 per Dth $0.0001 per Dth U-18340
GS-2 $2.2729 per Dth $0.0001 per Dth U-18340
GSs-3 $2.2729 per Dth $0.0001 per Dth U-18340

Effective for bills rendered on

and after .

Issued under authority of the
Michigan Public Service Commission
In Case No. U-18340.



Attachment 1
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M.P.S.C. -No. 1 —Gas
SEMCO ENERGY GAS COMPANY
Sheet No. E-1.00

SECTION E
TRANSPORTATION SERVICE
SURCHARGES
Energy Optimization Program Clause — This clause permits, pursuant to Section 89(2) of 2008 PA 295, recovery of the
actual costs of implementing its approved energy optimization plan, This charge is to be on a volumetric basis for all
customers. Special contract customers will be billed in the sales and transportation rate class most appropriate to their

volumetric throughput.

Energy Optimization

Surcharge
Rate Class : Amount ' Order No.
Up to 2500 Dth per Month Remaining Dth per Month
TR-1 $O.i662 per Dth $0.0001 per Dth U-18340
TR-2 $0.1662 per Dth $0.0001 per Dth U-18340
TR-3 $0.1662 per Dth $0.0001 per Dth U-18340

Effective for bills rendered on

and after .

Issued under authority of the
Michigan Public Service Commission
In Case No. U-18340.
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SEMCO ENERGY Gas Company Attachment 2
Historical and Projected EWR Surcharges Page 10of 2
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Deseription Source U010 630A011 12512011 TA1/2012 70142010 120312013 /312014 1312015 3142015 4201/2015 TAN/2048 1203172014 G1AT 12012017 8312018 1213172018
Reskential/ DIy {1} TU-16893 - Inlllal EO Surchargs & 0.1520 § 0.1520 § 0.1520
(2} U-18203 - 2002 Reconcilialon s 00258
{3} U-18204 - 2040 Recendliation 5 80260
{4} U-18733 - 2012-2013 Plan 3 01788 § 0.178¢ § 0.1789
{6} U-18754 - 2011 Recenaliation $ (0.0004)
{8} U-17202 - 2012 Recondillalion $ (0.0878)
{7} U-17362 -2014-2016 Plan 3 01520 § 0.1620 § 04520 3 01620
{@) U-17810 - 2013 Recenalistion 3 (0.0024)
{9} U-1732 - 14-15 Amendment 5 00114
{10) U-17843 - 2014 Reconciliaton {0.0752)
{11) U-17700 - 2018-2047 Fian $ DA782 § 04782 5 01628
{12) U-18018 - 2015 Recancilislon $  o0.1067
{13) U-18178 -18-17 Amsndmenl s 0.2540
(14) U-18240 - 2018 Reconcilialon $ 00ES2 § 00682
{16} -18270 - 2618-2018 Plan $ 01953 3 01853
Amount Chargad % 01620 § 01778 § 1776 § 01780 % 01605 $ 01110 § 01520 § 0.1408 § 01631 S 00786 § 01782 S 0.2848 § 04528 § 00111 § 02515 5 01053

“

GS-1 { Melsr {1) U-16883-Inllial EO Surchsrge  § 241 $ 241 § 24 .,
{2) U-18203 - 2000 Recondiiation 5 - s -
(3) U-16204 - 2010 Reconcilizlon 5 (007}
{4) U-18733-2012-2013 Plan 5 835 & 835 % .25
{5) U-18754 -2011 Reconclliztion 3 (011}
(8) U-17202 - 2012 Reconciliation 5 (0.51)
CGE-1/Dih {7} U-17382-2014-2015 Plan 5 10024 & 10024 3 0024 § o024
FlrsL@ Dith 7 Month (8) L-17810 - 2010 Raconclllation (0.0514)
{9) U-17342 - 14-15 Amendment $ 00825
{10) UU-17843 - 2014 Raconclliation {0.4708)
{11) U-17700 - 20182017 Flan 3 12003 § 12083 § 10774
{12) U-18016 - 2016 Reconciliation $ 11578
{13) U-18170 -16-17 Amendment 3 206837
{14) U-18340 - 2018 Reconcllation 5 02182 § D282
{15] U-18270 -2010-2018 Plan 3 14501 5 14581
Amounl Charged 3 24100 5 24100 5 20400 § B.3500 § 62400 5 58400 § 1.0024 § 0A510 $ 10840 F 05310 5 12005 § 23071 § 10774 § 22720 3 1878 5 1.4687

-
“

GS-2 / Meter (1) U-15803 -Inlial EO Surcharga % 1304 & 1384 5 1394
(2) U-16203 - 2000 Reconcllation s (o88) -
{3) U-18264 - 201% Recondllstion 3 [057)
(4} U-16703 - 2012-20(3 Plan § 035 5 635 § 806
(6) U-1B75d - 2011 Reconcllialion 5 {01
(B) U-17262 - 2012 Aecondilation § (051
GS8-2/0lh (7) U-17382-2014-2015 Plan § 10024 10024 § 10024 § 1.0024
First @ Db / Month {8) U-17810 - 2013 Reconcillstion fo.0E14}
(8) U-17382- 14-15 Amendment $ 00825
{10} U-17843- 2014 Recondliation § (0.4708)
{11) U-17790 - 2016-2017 Plan § 12093 § 1.2080 % 1077/
{12) U-18015- 2015 Reconciliation 5 1.15%
{10y U-18172-18-17 Amendment ¥ 20537
{1d) U-182340 - 201¢ Reconcillailon 5 o2te2 ¥ 02162
(16} U-18270 - 2018-2010 Plan § 14501 % 14591
Amount Charged 3 1384 $ 1320 3 1237 § 835 3 824 $ 584 § 10024 § 09510 3 10849 & 0536 § 12003 $ 23071 5 10774 5 22778 § 916783 § 1.4501 i

G50/ Malar (1} U-15003-Inlial EO Surcharge S 88.00 3 9009
(2] U-16203- 2008 Recondliation 5 14
(8] U-18204 - 7010 Recanciialion
[4] U-18738-2012-2013 Plan B35 § 835 5 635
{6 U-18754 - 2011 Recandilation 5 @19
{8) U-17202 - 2012 Recondiliallan s (081}
GS-3/01h {7) U-17382 -2014-201E Plan s 1.0024 10074 § 10024 §  1.0024
First & Din / Menth {8) U-17810 - 2013 Recondllaian {0.0514)
{8) U-173B2-14-16 Amendment 5 00025
(12} U-17843 - 2014 Recondliation f0.4708)
(11} U-17780 - 2018-2017 Pian § 12003 5 12003 § 10774
{12} U-18018 - 2015 Reconailiation § 11578
(14} U-12179 -18-17 Amendment $ 20637
(13} U-18340 - 2018 Reconcillalion 3 o219z § 02182
(18] U-18270 - 2018204 Plan S 14507 S 1.4581
Amounl Charged $ BA0P 8 B720 F 0417 § 636 $ 624 5 584 5 10024 5 0050 5 10040 § 0.53i0 & 12082 5 23071 § 10774 § 27720 5 14783 5 1.459
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SEMCO ENERGY Gas Company

Historical and Projected EWR Surcharges

Soures

12008 o 82010 to TH/2011 0 112012 10 8M2M2 o
T/31/2010  9/30i2011 1203142011 7/a1/2012  Fia1/2013

Description
TR:1f Malar

TR-11Dth
Flrsk 2500 Dih / Manth

B2/ Meler

TR-2/Dth
Firat 2600 Dth / Monlh

TR-2/ Meter

TR-1{ Dih
First 2600 Dih / Menih

(1 U-15893 - Inflial EQ Suichargs

12)

U-18203 - 2000 Raconcllaten

fa} U-10204 - 2010 Recondlllalon

{4)
(s}
@)
{7

U-18733 - 2012-2013 Flan
U-18754 - 2011 Raconciliaten
U-17202 - 2012 Reconctlallon
U-17362 -2014-2016 Plan

{8} U-17610 - 2013 Recongillation
{8} U-17382 - 14-15 Amendment
{10} U-17043 - 2014 Reconciliaton

{11} U-17700 - 2016-2017 Plan
{12) U-18018 - 2016 Racondiliaton
{13) U-12370 -18-17 Amendment
{14] U-18040 - 2018 Recondlation
{15) U-18270 - 2018-2010 Plan

Amaunt Charged

{1} U-15803 - Inlual £O Surcharge
{2) U-18203 - 2008 Recondlistion
{3} U-18204 - 2010 Recondillation
(#) U-10733 - 2012-2013 Plan

{5) U-18754 - 2011 Recondillation
{8) U-17202 - 2012 Reconiliation
{7} U-17362 -2014-2015 Flan

(8} 17010 - 2013 Recondliation
(@) U-17482 - 14-15 Amendment
{10) U-17843 - 2014 Reconsillaion
(11) L-17780 - 2018-2047 Plan
{12} U-18018 - 2015 Recondiliation
(13) U-18170 -18-17 Amandment
(14} U-18340 - 2018 Recondllation
(16) -18270 - 20182018 Plan

Amaun| Charged

(1) U-15803 - Inilal EO Surcharge
(2} U-18203 - 2008 Recondilation
{3} U-18204 - 2010 Recondliation
(4} U-18733 - 2012-2013 Plan

{5} U-1875d - 2011 Recondiiation
{8} L-17202 - 2012 Recondliation
(7} U-17362 -2014-2015 Plan

{8} U-17810 - 2013 Recondliation
(@} U-17362 - 14-15 Amendment
(10) U-17843 - 2014 Reconcdiliaion
{11} U-17700 - 2018-2017 Plan
{12) U-18018 - 2015 Reconcfiation
(12} U-18178 <18-17 Amandmenl
{14) U-18040 - 2010 Recondllation
{15} U-18270 - 2018-2010 Plan

Amount Charged

[3

5
3

3

30.68 3 3058 5 3058
s @m s -

$ (24.80)

H

50 § 2084 § 5906 §

@383 § 8198
s 4.20)

03.68

(80.24)
]

"o

0368 § BG.70 § 3384 8§

167.24 S5 197.26 3 107.28
§ 1832

we

198,62
5

106726 § 213,68 § 35278 §

8740 §
3

ar4e §

8740 3
3

a7.46 §

B7.d6 §

ar46 §

8746 3
2322

80.78 §

6740 §
4.33

g.a 5

8746 %
3.33

B0.78 %
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ar.4e
{1.48)
$ oupsSe 8§ ooese § o0peS58 § D.0658
{0.0060)
(0.006d}
3 (o.0882)
5 00852 3 0.08520 § 00GBSD
$ 0.03042
$ 0.11048
$ 005574 3§ 0.08574
3 04001 3 04001
8507 § 006850 $ 00576 3 00502 $ {0.000O) 5 DOA52 § 00E50 § C0H35 § 09682 § 01568 % 01001
87.48
(1.40)
5 00656 F 00050 3 00050 § 00050
$ (c.0080)
(0.0084)
5 {0.0862)
$ 0US52 & 0.08520 § 0.05850
5 003042
$ 0.11040
$ 0.05574 § 0.05674
$ o000l & 01001
B507 % G.0B856 S 00576 $ 0.052 3 (DOODE} $ 00552 $ 00056 3 00585 3 00882 3 01558 § 0.1001
87.40
(1.49)
$ 00050 § 00059 § 0.005¢ § 00855
4 {0.0080}
{0.0084}
{0.0062)
3 00852 5 008520 § 0.05850
% 003042
$ n.110de
4 006674 & 008674
$ 01007 § 0.1001
BED7 § 00668 5 COG70 § 00502 5 (D.0003) § 00052 $ o006 8 D.0665 § 01002 § 01559 3 o100l





